Introduction
The recognition that social policy is not just the outcome of simple welfare considerations, but rather a key instrument in the process of development, which works in association with economic policy as part of a broader strategy, is an important step towards working out mechanisms for its greater spread and effectiveness. However, in order to ground social policy more firmly within development strategy and work out the links between it and more straightforward macroeconomic policy, it is necessary to be aware of the political economy contexts within which both sets of policy are developed and evolve. In this chapter, an attempt is made to analyse the nature of social policy in the recent Indian development experience, to ask why it has taken these specific forms and patterns, to consider its achievements and limitations, and to probe how it can be transformed into a more effective instrument for equitable and sustainable development.
What is social policy all about?
In essence, social policy -or, rather, the complex web of related policies, schemes and institutions that are concerned with the social conditions of economic activity -reflects the broad social contract between capital and labour. In developing economies this refers to the social contract between capital and labour specifically for the management of the development project. The latter in turn has been defined, for much of the past half-century, as the project of increasing material welfare for most of the citizenry through economic development, using the agency of the nation-state. For many developing countries, including India, this project remains partially or largely unfulfilled -although this state of incompletion still has not prevented it from being very nearly abandoned in several instances.
It is increasingly evident that social policy has a significance that goes beyond even the valid concerns about basic equity and minimal living T. Mkandawire (ed.), Social Policy in a Development Context © United Nations Research Institute for Social Development 2004 standards, which form part of the social and economic rights of citizens. In fact, it can play a major role in the capitalist development project, at several levels. At the most basic level, social policies of different types are crucial to the state's capacity to 'manage' modernization, and along with it the huge economic and social shocks that are necessarily generated. Thus, for example, social policies of affirmative action in parts of Southeast Asia (as in Malaysia) have been essential to maintaining ethnic harmony during periods when existing income inequalities and social imbalances across groups within the aggregate population would be otherwise accentuated by economic growth patterns. Similarly, when overenthusiastic and possibly insensitive developmental projects overturn existing local communities or destroy material cultures without satisfactory replacement, social policy can become the basic instrument for rehabilitation and renewed social integration. The massive human shifts (geographic, economic, social) that most development projects entail are potentially sources of much conflict, and often social policy is the most effective means of containing such conflict -or at least keeping it within levels that do not destabilize society or derail the development project itself.
The second important, and related, role of social policy is of course that of legitimization -not only of the state, but also of the development project itself. This need for legitimization arises both for the long-run process and in terms of short-run crisis management. Thus, over the long run, or planning horizon, it is especially important in growth trajectories that rely on high investment and savings rates, thereby suppressing current consumption in favour of high growth for greater future consumption, and which therefore imply sacrifices typically made by workers and peasants. In such a scenario, social policy that is directed towards providing basic needs and social services to those who are otherwise deprived of the gains from economic growth in terms of increased current consumption, would be not just important but even necessary in ensuring social stability and continuity of the process itself.
In so far as the growth process also generates or entails cyclical volatility in growth or incomes, or has a tendency towards periodic crises of whatever sort, social policy can also serve as a cushion for dampening the worst social effects of crisis, which in turn can contribute to the feasibility and sustainability of the entire process. For example, sudden and severe economic contractions causing sharp peaks of unemployment may be socially easier to tolerate if some forms of unemployment compensation or benefit are provided. Even when the shocks stem from natural rather than economic causes (such as earthquakes or cyclones), social policies in the form of, say, public insurance schemes or micro credit schemes can cushion the worst effects of such shocks, in addition to direct relief. Such strategies have macroeconomic consequences as well: thus, it is now accepted that economies with a large public sector presence (in terms of share of GDP or employment) have more muted business cycles or tend to suffer less extreme recessions.
